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SUBJ: GOJ COMMENTS ON IBRD EGYPT CONSULATIVE GROUP MEETING 
REF TOKYO 6447, 

1 . GOE WILL HAVE TO MAKE ITS OWN PRESENTATION AT FORTHCOMING 
CON SUL ATIA VE GROUP MEETING, OF COURSE, BUT IT MAY BE WORTH 
NOTING THAT FUTURE EGYPTIAN COTTON CROPS HAVE NOT TO OUR 
KNOWLEDGE BEEN ''MORTGAGED" TO SOVIET UNION AS BELIEVED BY 
GOJ OFFICIAL (REFTEL). WE ARE AWARE OF NO RPT NO LONG-TERM 
COMMITMENT IN THAT REGARD. NORMAL LEVEL OF RAW COTTON EXPORTS 
TO SOVIETS HAS AVERAGED ABOUT 30 PERCENT BY VOLUME OF TOTAL 
AVAILABILITIES IN RECENT YEARS. (ONE EXCEPTION WAS SALE OF 
GREATER PROPORTION OF 1974 CROP - DELIVERED LARGELY IN 1975 - 
TO USSR AT TIME WHEN WORLD PRICE WAS DOWN. GOE OBTAINED CON- 
SIDERABLY HIGHER-THAN WORLD PRICE FROM SOVIETS ON THAT 
OCCASION, BUT TRANSACTION OF SUCH MAGNITUDE HAS NOT BEEN 
REPEATED). VALE OF OVERALL EGYPTIAN EXPORT SURPLUS IN BILATERAL 
TRADE, SO FAR AS GOE IS CONCERNED (SOVIETS DIFFER), IS APPLIED 
AGAINST OUTSTANDING COMMERCIAL OBLIGATIONS TO SOVIETS 
DATING FROM 1960'S. 
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2. GENERAL QUESTION OF GOE MILITARY DEBT RAISED BY GOJ 
FONOFF OFFICIAL IS POTENTIALLY PROBLEMATIC, ESPECIALLY IF 
BROUGHT TO FOCUS SEMI-PUBLICLY IN CONSULTATIVE GROUP FORUM. 
IBRD AND IMF, WITH SUPPORT OF USG, HAVE TAKEN POSITION 
SINCE ONSET OF SEVERE ANNUAL BOP IMBALANCES IN 1974 THAT GOE 
SHOULD MAKE NO RPT NO NET REPAYMENTS OF GOVT-TO-GOVT OBLI- 
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CATIONS, INCLUDING LARGE SOVIET MILITARY DEBT, DURING DURATION 
OF PERIOD EMERGENCY CURRENT ACCOUNT ASSISTANCE ON MASSIVE 
SCALE IS REQUIRED. INSOFAR AS IT PERTAINS TO SOVIET DEBT, 

THIS VIEW ACCORDS NOT ONLY WITH ECONOMIC REALITIES, BUT ALSO 
WITH CHANGED GOE PERCEPTIONS UNDER SADAT OF ITS POLITICAL 
INTERESTS, INDEED, CAPITAL ACCOUNT OBLIGATIONS TO USSR 
FOR MILITARY EQUIPMENT HAVE NOT RECENTLY AND ARE NOT BEING 
PAID, BUT EMBASSY BELIEVES COMPLEXITIES AND RAMIFICATIONS 
OF QUESTION, AND LIMITED TIME AVAILABLE, PRECLUDE USEFUL 
DISCUSSION OF GOE MILITARY DEBT AT CONSULATATIVE GROUP. 
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